AMENDATORY SECTION (Amending WSR 97-16-121, filed 8/6/97, effective
9/6/97)

WAC 460-44A-300 Exemption for offers and sales to accredited in-
vestors pursuant to a public solicitation. (1) Any offer or sale of a
security by an issuer in a transaction that meets the requirements of
this rule and any exemption adopted by the Securities and Exchange
Commission pursuant to Section 3(b)(l) of the Securities Act of 1933
which provides for public solicitation of accredited investors, shall
be exempt under RCW 21.20.320(17).

(2) Sales of securities shall be made only to persons who are or
the 1issuer reasonably believes are accredited investors. "Accredited
investor" shall have the meaning indicated in WAC 460-44A-501(1).

(3) The exemption is not available to an issuer that is in the
development stage that either has no specific business plan or purpose
or has indicated that its business plan is to engage in a merger or
acquisition with an unidentified company or companies, or other entity
Oor person.

(4) The issuer reasonably believes that all purchasers are pur-
chasing for investment and not with the view to or for sale in connec-
tion with a distribution of the security. Any resale of a security
sold in reliance on this exemption within twelve months of sale shall
be presumed to be with a view to distribution and not for investment,
except a resale pursuant to a registration statement effective under
RCW 21.20.190 or 21.20.230 or to an accredited investor pursuant to an
exemption available under the Securities Act of Washington, chapter
21.20 RCW. Securities issued under this exemption may only be resold
pursuant to registration or an exemption under the Securities Act of
Washington, chapter 21.20 RCW.

(5) (a) The exemption is not available to an issuer if the issuer,
any of the issuer's predecessors, any affiliated issuer, any of the
issuer's directors, officers, general partners, beneficial owners of
ten percent or more of any class of its equity securities, any of the
issuer's promoters presently connected with the issuer in any capaci-
ty, any underwriter of the securities to be offered, or any partner,
director or officer of such underwriter:

(1) Within the last five years, has filed a registration state-
ment which is the subject of a currently effective registration stop
order entered by any state securities administrator or the United
States Securities and Exchange Commission;

(ii) Within the last five years, has been convicted of any crimi-
nal offense in connection with the offer, purchase or sale of any se-
curity, or involving fraud or deceit;

(iii) Is currently subject to any state or federal administrative
enforcement order or Jjudgment, entered within the last five vyears,
finding fraud or deceit in connection with the purchase or sale of any
security; or

(iv) Is currently subject to any order, Jjudgment or decree of any
court of competent Jjurisdiction, entered ((with—fwithint)) within the
last five years, temporarily, preliminarily or permanently restraining
or enjoining such party from engaging in or continuing to engage in
any conduct or practice involving fraud or deceit in connection with
the purchase or sale of any security.

(b) Subsection (5) (a) of this section shall not apply if:

(1) The party subject to the disqualification is licensed or reg-
istered to conduct securities related business in the state in which
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the order, judgment or decree creating the disqualification was en-
tered against such party;

(i1) Before the first offer under this exemption, the state se-
curities administrator, or the court or regulatory authority that en-
tered the order, judgment or decree, waives the disqualification; or

(11ii) The issuer establishes that it did not know and in the ex-
ercise of reasonable care, based on a factual inquiry, could not have
known that a disqualification existed under ((sgbseetion—5))) (a) of
this subsection.

(6) (a) A general announcement of the proposed offering may be
made by any means.

(b) The general announcement shall include only the following in-
formation, unless additional information is specifically permitted by
the securities administrator:

(1) The name, address and telephone number of the issuer of the
securities;

(ii) The name, a brief description and price (if known) of any
security to be issued;

(iii) A brief description of the business of the issuer in twen-
ty-five words or less;

(iv) The type, number and aggregate amount of securities being
offered;

(v) The name, address and telephone number of the person to con-
tact for additional information; and

(vi) A statement that:

(A) Sales will only be made to accredited investors;

(B) No money or other consideration is being solicited or will be
accepted by way of this general announcement; and

(C) The securities have not been registered with or approved by
any state securities agency or the U.S. Securities and Exchange Com-
mission and are being offered and sold pursuant to an exemption from
registration.

(7) The issuer, in connection with an offer, may provide informa-
tion in addition to the general announcement under subsection (6) of
this section, if such information:

(a) Is delivered through an electronic database that is restric-
ted to persons who have been prequalified as accredited investors; or

(b) Is delivered after the issuer reasonably believes that the
prospective purchaser is an accredited investor.

(8) No telephone solicitation shall be permitted unless prior to
placing the call, the issuer reasonably believes that the prospective
purchaser to be solicited is an accredited investor.

(9) Dissemination of the general announcement of the proposed of-
fering to persons who are not accredited investors shall not disquali-
fy the issuer from claiming the exemption under this rule.

(10) The issuer shall file with the administrator a notice of
transaction, a consent to service of process, a copy of the general
announcement, and a fee of three hundred dollars within fifteen days
after the first sale in this state.
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AMENDATORY SECTION (Amending WSR 14-11-005, filed 5/7/14, effective
6/7/14)

WAC 460-44A-503 Filing of notice and payment of fee. (1) An is-
suer offering or selling securities in reliance on WAC 460-44A-504 ( (+
460—44A7A~-505+)) or 460-44A-506 shall file with the administrator of se-
curities of the department of financial institutions or his or her
designee a notice and pay a filing fee as follows:

(a) (1) (A) For an offering of a security in reliance upon the Se-
curities Act of 1933, Regulation D, Rule 230.506 (b) and RCW
21.20.327(2) and 21.20.320(1), the issuer shall file a notice on Se-
curities and Exchange Commission Form D marking Rule 506 (b) and pay a
filing fee of three hundred dollars no later than fifteen days after
the first sale of such securities in the state of Washington, unless
the end of that period falls on a Saturday, Sunday or holiday, in
which case the due date would be the first business day following.

(B) For an offering of a security in reliance upon the Securities
Act of 1933, Regulation D, Rule 230.506(c) and RCW 21.20.327(2), the
issuer shall file a notice on Securities and Exchange Commission Form
D marking Rule 506(c) and pay a filing fee of three hundred dollars no
later than fifteen days after the first sale of such securities in the
state of Washington, unless the end of that period falls on a Satur-
day, Sunday or holiday, in which case the due date would be the first
business day following.

(C) ((Fer—an—offering—inreliance—on—Securities—and ExchangeCom—

+B))) For an offering in reliance on Securities and Exchange Com-
mission Rule 504 and WAC 460-44A-504, the issuer shall file the ini-
tial notice on Securities and Exchange Commission Form D marking Rule
504 and pay a filing fee of fifty dollars no later than ten business
days (or such lesser period as the administrator may allow) prior to
receipt of consideration or the delivery of a signed subscription
agreement by an investor in the state of Washington which results from
an offer being made in reliance upon WAC 460-44A-504;

((#5¥)) (D) For an offering in reliance on Securities and Ex-
change Commission Rule 147 or 147A and WAC 460-44A-504, the issuer
shall file the initial notice on Washington Securities Division Form
WAC 460-44A-504/Rule 147/Rule 147A and pay a filing fee of fifty dol-
lars no later than ten business days (or such lesser period as the ad-
ministrator may allow) prior to receipt of consideration or the deliv-
ery of a signed subscription agreement by an investor in the state of
Washington which results from an offer being made in reliance on the
exemption of WAC 460-44A-504;

(11) The issuer shall include with the initial notice a statement
indicating:

(A) The date of first sale of securities in the state of Washing-
ton; or

(B) That sales have yet to occur in the state of Washington.
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(b) The issuer shall file with the administrator or his or her
designee such other notices on Form D as are required to be filed with
the Securities and Exchange Commission. For purposes of this section,
the initial notice on Securities and Exchange Commission Form D shall
consist of the notice of sales on Form D filed in paper or electronic
format with the Securities and Exchange Commission through the Elec-
tronic Data Gathering, Analysis, and Retrieval System (EDGAR) in ac-
cordance with EDGAR rules set forth in Regulation S-T (17 C.F.R. Part
232) .

(c) If the issuer files a notice of sales on Temporary Form D or
a copy of the notice of sales on Form D filed in electronic format
with the Securities and Exchange Commission, it shall either be man-
ually signed by a person duly authorized by the issuer or a photocopy
of a manually signed copy.

(d) By filing for the exemption of WAC 460-44A-504 ((exr
46060—447~-505)), the issuer undertakes to furnish to the administrator,
upon request, the information to be furnished or furnished by the is-
suer under WAC 460-44A-502 (2) (b) or otherwise to any purchaser that
is not an accredited investor. Failure to submit the information in a
timely manner will be a ground for denial or revocation of the exemp-
tion of WAC 460-44A-504 ((exr—460—44A—-505)).

(2) An issuer may file an amendment to a previously filed notice
of sales on Form D at any time.

(3) An issuer must file an amendment to a previously filed notice
of sales on Form D for an offering:

(a) To correct a material mistake of fact or error in the previ-
ously filed notice of sales on Form D, as soon as practicable after
discovery of the mistake or error;

(b) To reflect a change in the information provided in the previ-
ously filed notice of sales on Form D, as soon as practicable after
the change, except that no amendment is required to reflect a change
that occurs after the offering terminates or a change that occurs
solely in the following information:

(1) The address or relationship of the issuer of a related person
identified in response to Item 3 of the notice of sales on Form D;

(ii) An issuer's revenues or aggregate net asset value;

(iii) The minimum investment amount, if the change 1is an in-
crease, or 1if the change, together with all other changes in that
amount since the previously filed notice of sales on Form D, does not
result in a decrease of more than ten percent;

(iv) Any address or state(s) of solicitation shown in response to
Item 12 of the notice of sales on Form D;

(v) The total offering amount, if the change is a decrease, or if
the change, together with all other changes in that amount since the
previously filed notice of sales on Form D, does not result in an in-
crease of more than ten percent;

(vi) The amount of securities sold in the offering or the amount
remaining to be sold;

(vii) The number of nonaccredited investors who have invested in
the offering, as long as the change does not increase the number to
more than thirty-five;

(viii) The total number of investors who have invested in the of-
fering;

(ix) The amount of sales commissions, finders' fees or use of
proceeds for payments to executive officers, directors or promoters,
if the change is a decrease, or if the change, together with all other
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changes in that amount since the previously filed notice of sales on
Form D, does not result in an increase of more than ten percent; and

(c) Annually, on or before the first anniversary of the filing of
the notice of sales on Form D or the filing of the most recent amend-
ment to the notice of sales on Form D, if the offering is continuing
at that time.

(4) An issuer that files an amendment to a previously filed no-
tice of sales on Form D must provide current information in response
to all requirements of the notice of sales on Form D regardless of why
the amendment is filed.

AMENDATORY SECTION (Amending WSR 08-16-072, filed 7/31/08, effective
9/15/08)

WAC 460-44A-504 Exemption for limited offers and sales of secur-
ities not exceeding $1,000,000 to not more than twenty purchasers.
(1) Exemption. Offers and sales of securities by an issuer in compli-
ance with the Securities Act of 1933, Regulation D, Rules 230.501
through 230.504 and 230.508 as made effective in Release No. 33-6389,
and as amended in Release Nos. 33-6437, 33-6663, 33-6758, 33-6825,
33-6863, 33-6949, 33-6996, 33-7300, 33-7644, and 33-8891, or in com-
pliance with the Securities Act of 1933, Rule 230.147 as made effec-
tive in Release No. 33-5450, or in compliance with Securities Act of
1933, Rule 230.147A as made effective in Release Nos. 33-10238 and
34-79161, that satisfy the conditions in subsections (2) and (3) of
this section shall be exempt under RCW 21.20.320(9).

(2) General conditions to be met. To qualify for exemption under
this section, offers and sales must satisfy all the terms and condi-
tions of WAC 460-44A-501 through 460-44A-503 and 460-44A-508.

(3) Specific conditions to be met.

(a) Limitation on aggregate offering price. The aggregate offer-
ing price for an offering of securities under this section, as defined
in WAC 460-44A-501(3), shall not exceed $1,000,000, within or without
this state, less the aggregate offering price for all securities sold
within the twelve months before the start of and during the offering
of securities under this section in reliance on any exemption under
RCW 21.20.320(9) or sections 3 (a) (11l) or 3(b) of the Securities Act
of 1933 or in violation of RCW 21.20.140 or section 5(a) of the Secur-
ities Act of 1933.

(b) No commissions. No commission, fee, or other remuneration
shall be paid or given, directly or indirectly, to any person for so-
liciting any prospective purchaser in the state of Washington.

(c) Limitation on number of purchasers. There are no more than or
the issuer reasonably believes that there are no more than twenty pur-
chasers of securities in this state from the issuer in any offering in
reliance on this section.

(d) In all sales to nonaccredited investors in this state under
this section the issuer and any person acting on its behalf shall have
reasonable grounds to believe and after making reasonable inquiry
shall believe that, as to each purchaser, one of the following condi-
tions, (i) or (ii) of this subsection, 1is satisfied:

(1) The investment is suitable for the purchaser upon the basis
of the facts, if any, disclosed by the purchaser as to his other se-
curity holdings and as to his financial situation and needs. For the
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purpose of this condition only, it may be presumed that if the invest-
ment does not exceed ten percent of the purchaser's net worth, it is
suitable. This presumption is rebuttable; or

(1i1i) The purchaser either alone or with his purchaser representa-
tive(s) has such knowledge and experience in financial and business
matters that he is or they are capable of evaluating the merits and
risks of the prospective investment.

(e) Disqualifications. No exemption under this section shall be
available for the securities of any issuer if any of the parties de-
scribed in the Securities Act of 1933, Regulation A, Rule 230.262 is

disqualified for any of the reasons listed in ((WAC—460—44A-505—2r+{cr

yaless—inappiicable—eor —waived—as——set—forth—3n—WAC—460—44A-505
-2 i r—and—r+3+))) Securities Act of 1933, Regulation D, Rule
230.506(d) or WAC 460-17A-040.

(f) Notice filing. The issuer shall file a notice, with a consent
to service of process, and pay a filing fee as set forth in WAC
460-44A-503.

(g) Advice about the limitations on resale.

The issuer, at a reasonable time prior to the sale of securities,
shall advise each purchaser of the limitations on resale in the manner
contained in WAC 460-44A-502 (4) (b).

(4) Transactions which are exempt under this section may not be
combined with offers and sales exempt under any other rule or section
of the Securities Act of Washington, however, nothing in this limita-
tion shall act as an election. Should for any reason the offer and
sale fail to comply with all of the conditions for the exemption of
this section, the issuer may claim the availability of any other ap-
plicable exemption.

(5) WAC 460-44A-504 is not the exclusive method by which issuers
may make offerings under Securities and Exchange Commission Rules 504
((emet) ), 147 oxr 147A. For example, offers and sales of an issuer in
compliance with Securities and Exchange Commission Rule 504 or Rule
147 or 147A may also be registered by qualification under chapter
21.20 RCW. An issuer that qualifies may elect to register an offering
pursuant to the Small Company Offering Registration (SCOR) program as
set out in chapter 460-17A WAC.

(6) Issuers are reminded that nothing in these rules alters their
obligation under RCW 21.20.010. RCW 21.20.010(2) renders it unlawful
"to make any untrue statement of a material fact or to omit to state a
material fact necessary in order to make the statements made, in the
light of the circumstances under which they are made, not misleading.."
In addition, issuers must otherwise comply with the anti-fraud provi-
sions of the federal and state securities laws. No format for disclo-
sure 1is prescribed. However, issuers may wish to consider the question
and answer disclosure format of the SCOR Form of chapter 460-17A WAC
in determining the disclosure they make. If the SCOR form is used, the
issuer should indicate that the form is being used for an exempt of-
fering under this section rather than in an offering registered under
chapter 21.20 RCW and chapter 460-17A WAC.
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